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INTRODUCTION
One of the objectives of an inaugural lecture, 1 believe, is to 
seek to identify themes and issues which will impinge upon the 
incoming Professor’s subject during his period of tenure. I 
understand that an “augurer” was a soothsayer, a Roman 
religious official who foretold future events by omens derived 
from the actions of birds, the appearance of victim’s entrails 
and celestial phenomena. This evening I wish to identify some 
issues which will impinge on the subject of Business 
Administration. These will largely be derived from the 
observed actions and practices of the bird of business, a bird of 
prey by all accounts, as well as from the reactions, if not quite 
the entrails, of two of its victims, the employee and the 
consumer.
Soon after my return to Rhodes University at the beginning 
of last year, 1 encountered on one of the notice boards on the 
campus, a poster which was part of a student society’s 
educational project. This poster depicted a typical university 
graduation ceremony showing anonymous student being 
capped by anonymous Chancellor. The poster carried the 
caption: “Qualified to Exploit” (without a question mark if my 
memory serves me correctly). Possibly as a Pavlovian response 
engendered by the many accusations and criticisms levelled at 
big business in particular of late, 1 saw in my mind’s eye the 
following words on the degree scroll held by anonymous 
registrar: “Business Administration 111 (with distinction)”. I 
accept that this was perhaps a rather paranoiac reaction 
because, based on many peopl’s reported experiences, and on 
some observed practices, 1 could equally in my mind’s eye have 
seen the words, Legal Theory III (with distinction), Journalism 
III (with distinction), B.Pharm (with distinction) or even M.B. 
Ch.B. (with distinction), to mention just a few.
It is necessary at this juncture to recognise that the verb 
“exploit” has two shades of meaning, one of which has 
favourable connotations and one of which has unfavourable 
connotations. To quote from the Oxford Dictionary “exploit” 
can either mean “to work, turn to account (mine etc)”, or it can 
mean “to utilize (person etc) for one’s own ends”. To exploit in 
the first sense of the word is clearly a commendable activity; 
one is creating value, doing something constructive. To exploit 
in the second sense of the word, however, is clearly a selfish 
activity usually undertaken at someone else’s cost.
I think there is little doubt that the authors of the poster, as 
well as critics who accuse business of exploitative practices, are 
using the word in its second sense.
Pursuing the old adage that “where there is smoke, there is 
fire”, there is no doubt that some companies have been guilty of 
exploitative practices in the unacceptable sense of the word. 
Perhaps more importantly, however, even if they have not been 
guilty in the past, they do have the capacity and potential to 
engage in this type of exploitative practice in many areas. In 
South Africa one only has to look at the recently created liquor 
monopolies, the inter-locking directorships of many 
companies and the extensive ownership of bakeries by milling 
companies, for example, to find evidence of this exploitative 
potential.
While it is clear that business in a free-enterprise system has 
a tremendous capacity to exploit in the constructive sense, it is 
the potential of business to exploit in the negative sense which 
concerns me as an educationalist in the area of Business 
Administration. I believe that it is our responsibility to 
encourage within our students, the business leaders of 
tomorrow, balanced attitudes towards the objectives and 
processes of business.
On the basis that the end inevitably exerts an influence on 
the means, it is pertinent at this point to give some general 
consideration to the objectives and responsibilities of business.
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THE OBJECTIVES OF BUSINESS:
Economic theory has conventionally held that the basic 
objective of business is to secure as high a return as possible on 
the capital entrusted to it. While there have long been 
disagreements about the causes of profit and as to what 
constitutes the just distribution of profits, about the need for 
the creation of profits there has been complete unanimity. 
Without profit there would be no employers and no employees. 
This need for the creation of profits might be termed the 
economic responsibility of business.
The contention has long been abroad that nothing should 
interfere with the economic responsibility of business; that it is 
the sole responsibility of government to ensure that social 
harms are minimized, that social programmes are implemented 
and social goals achieved. Milton Friedman1, for example, the 
renowned economist from the University of Chicago has stated 
that:
“Few trends could so thoroughly undermine the 
very foundations of our free society as the 
acceptance by corporate officials of a social 
responsibility other than to make as much money 
for their stockholders as possible. This is a 
fundamentally subversive doctrine. If businessmen 
do have a social responsibility other than making 
maximum profits for stockholders, how are they to 
know what its is?”
In a similar vein, Theodore Levitt2, a Harvard University 
professor, declares that:
“The function of business is to produce sustained 
high level profits. The essence of free enterprise is to 
go after profit in any way that is consistent with its
own survival as an economic system.....  Instead
of fighting for its survival by means of a series of 
strategic retreats masquerading as industrial 
statesmanship, business must fight as if it were at 
war. And like a good war, it should be fought 
gallantly, daringly, and, above all, not morally”.
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The foundations of the capitalist system on which Milton 
Friedman, Theodore Levitt and others built, were laid by 
Adam Smith in his book, “An Inquiry into the Nature and 
Causes of the Wealth of Nations”, which was published in 1776. 
The two fundamental ideas contained in the “Wealth of 
Nations” were those of self-interest and natural liberty. Smith 
theorised that it is only by every man striving to better his own 
condition that the goods and services needed by society are 
produced; that in seeking only his own profit man is led by an 
invisible hand to contribute to an objective which was not part 
of his intention, namely the common good.
As Smith3 put it:
“It is not from the benevolence of the butcher, the 
brewer or the baker that we expect our dinner, but 
from their regard to their own interest”.
It is Adam Smith’s concept of self-interest which has 
encouraged and contributed to the propagation of the attitude 
within a business context that the end justifies the means. This 
approach may well be acceptable under certain conditions: 
firstly for example, where the business enterprise is small in 
relation to the market supplied; secondly where the prices paid 
by customers and prices paid to suppliers are determined 
impersonally and competitively by the market; thirdly where 
wages are set by the market; and fourthly where profits are 
reduced to a competitive level.
As J K Galbraith4 states:
“If the man in charge of the firm has no power to 
influence prices, costs, wages or interest, and even if 
his best output is externally determined and his 
profits are subject to the levelling effect of 
competition, one can rightly be unconcerned about 
his power. He has none.”
It must also be recalled that the classical company of 
Adam Smith’s day was a closed system. Its only link with the 
outside world was via the market place. The entrepreneur was 
charged with the responsibility of combining factors of 
production and converting raw materials into finished goods as
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efficiently as possible with the objective of maximizing profits. 
The values of society were largely construed as being 
hindrances to this process and were to a great extent ignored.
It is within the single minded devotion to the economic 
responsibility of business as expressed, that lie the seeds for 
exploitative practices by business. In light of the fact, however, 
that the outright pursuit of profit can have consequences which 
are regarded as socially harmful and that it can divert attention 
away from other socially relevant goals, the tide is beginning to 
turn. The need for business to carry a social responsibility 
together with its economic responsibility, is being increasingly 
recognised.
The cry for the exercise of a social responsibility by business 
is of course the cry of some of those living in an economy of 
abundance. Where society’s greatest needs are reflected in 
deficiencies of food, shelter and clothing, actions by rational 
producers to meet those deficiencies, even if a little suspect,are 
applauded. When, however, a point is reached in the 
development of an economy where supply greatly exceeds 
demand and where relatively high levels of employment and 
income contribute to substantial amounts of disposable 
income in aggregate, firms switch to satisfying society’s so- 
called psychological needs in an attempt to meet their 
accelerating economic responsibilities. In this process of 
economic development, there are side-effects which cannot be 
evaluated in money-terms but to which business should no 
longer shut its eyes.
The view that government should be responsible for all social 
actions is naive and presupposes that government is 
omniscient, flexible and administratively efficient, qualities 
which all governments do not possess all the time, to put it 
kindly.
While there is no doubt that the government does have a 
role to play in the area of legislating minimum requirements for 
business to observe, the government is not always in a position 
to judge specific cases, nor to identify the dividing line between 
the ethical and unethical. Psychological maltreatment of
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employees, for example, is beyond the ability of the 
government to detect. In addition, to assess the consequences 
of many manufacturing processes, highly specialised 
knowledge is needed; knowledge which is present in the 
company but not necessarily in the corridors of government 
power. Thus surely the entrepreneur must be responsible for 
the consequences, long before the government becomes aware 
of them and can get to grips with them.
As far as the consumer is concerned too, is the firm’s 
responsibility entirely covered by market relationships? If a 
consumer buys a firm’s product, is it entirely his own affair? 
Because the market is imperfect and because the consumer may 
be made to buy through advertising, it is believed that the firm 
does have a responsibility of its own.
Even where the government prescribes certain minimum 
standards for business, it is not intended that these serve as a 
substitute for a firm’s social conscience. On the contrary, their 
main value is that they ensure that socially conscious firms 
which implement social programmes are not at an excessive 
cost disadvantage vis-a-vis those firms which are single- 
mindedly devoted to the achievement of only their economic 
goals.
Things have changed too, with regard to the relative size of 
business enterprises to their markets. Many companies are now 
large in relation to their markets, and it is a sobering thought 
that in 1978 the Royal Dutch Shell Company as well as the Ford 
Motor Company achieved sales greater than the gross national 
product of South Africa. Thus companies today have the 
power to influence prices, costs and wages and it is with this 
power that we perhaps now need to be concerned. No longer 
can the invisible hand envisaged by Adam Smith be relied upon 
to ensure that unbridled self-interest is always consistent with 
the public interest.
In addition, to those who believe that they can use the 
“Wealth of Nations” as a basis for separating economics, or 
business, from ethics, or social responsibility, what must not be 
forgotten is that in 1759 Adam Smith wrote a book entitled,
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“The Theory of Moral Sentiments”. It was in this book that he 
propounded the ethical presuppositions for his economic 
theory of laissez-faire, and there is general agreement today 
that these two books ought to be treated as a single entity.
In post-industrial society, the situation with regard to 
business as a system too, has changed. No longer is the 
company regarded as a closed system but rather as an open 
system with not only one overriding objective but with that, 
and many others, with not only one relationship with the 
outside world via the market place, but with that, and many 
others. In the words of Christiaan Teulings:5
‘The community is interested in all the 
relationships between the company and its 
environment; it judges the overall effect, measuring 
it by its entire system of values. If the company 
wants to continue to be an accepted institution in 
society, the entrepreneur’s task will not only be to 
combine divergent factors of production but also 
to optimise the varying objectives of each party 
holding a stake in the company; then the 
entrepreneur will want not only to make himself 
responsible for the profit, but also for all the 
relationships with the outside world.
Ethical reflection means thinking about the 
question of what expectations other may have of us.
If we opt for the objective of optimising all the 
relationships between our company and others, 
then ethics and the company’s objectives are no 
longer diametrically opposed to each other on 
principle, even though our opinions may continue 
to differ about the rightness of one specific choice 
or another, and even though this does not bring the 
entrepreneur’s practical problem much closer to a 
solution.”
Thus it is being increasingly recognised that business is not a 
seperate entity which can selfishly maximize its own objectives 
but rather that it is part of a larger system, namely society. As
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such, the basic principles of systems theory often need to apply; 
that sub-systems frequently need to refrain from sub­
optimising so that the objectives of the total system may be 
achieved. In our context, it may be necessary for business to 
sometimes less than maximize profits and to re-allocate 
resources so that society as a whole is better off.
To recognise that the modern company is an open system is 
to move from a shareholder concept to a stakeholder concept. 
In terms of the shareholder concept the needs and interests of 
the shareholders ranks paramount, whereas with the 
stakeholder concept it is recognised that there is not one but 
many different stakeholders in a firm, all of whose interests 
need to be accomodated. The four major stakeholders in a firm 
are the consumer, the investor, the employee and society at 
large. It is incumbent upon management to establish objectives 
appropriate for each of the different groups of stakeholders 
and, in addition, to have a code of behaviour governing its 
relationship with each group of stakeholder. The objectives set 
for each group of stakeholders must of course be 
complementary. In terms of this, the investor may have to be 
educated to accept a lower rate of return so that the needs of the 
other stakeholders can be accommodated. In this educational 
process it may need to be spelt out that the survival of the firm 
in the short term, and the prosperity of the firm in the long 
term, is dependent upon the needs of the other stakeholders 
being met.
In moving from a shareholder concept to a stakeholder 
concept, and in educating future managers the myth must be 
dispelled which necessarily equates a high rate of return on 
capital with efficiency and success. Efficiency may certainly be 
a contributory factor to a high rate of return but the true 
criterion of efficiency must surely be the extent to which a firm 
meets its goals - all of them - at lowest costs. To lose sight of all 
goals other than return on capital and the satisfaction of only 
one stakeholder, the investor, is both irresponsible and anti­
social. In addition, a shift in society’s values may result in 
changing definitions of a firm’s success. Future criteria may 
well be related to the extent to which a business organization 
can maximize societal values.
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I n expressing these views, I am extremely sympathetic to the 
type of arrangement proposed by Professor Gordon Wills of 
the Cranfield Institute of Technology in England, that the 
traditional Board of Directors be replaced by a two-tier Board. 
The two components of the two-tier Board would be the 
Supervisory Board and the Executive Board. On the 
Supervisory Board would be the (elected) representatives of the 
four stakeholders and on the Executive Board would be the 
professional managers responsible for the day to day operation 
of the company.
As Professor Wills6 elaborates:
“The precise membership of the Supervisory Board 
presents problems that it is not beyond the wit of 
man to overcome. Certainly the Senior Executive 
Board members should be there, ex officio, with 
voting rights but not constituting more than say 
20% of the membership. The shareholders will be 
there too with an equal proportion of members to 
those representing customers and employees. So 
too, finally, will be the representative of the public 
interest, nominated perhaps by the Director- 
General of Fair Trading.
In the case of very large companies, the Super­
visory Board will require full time membership. For 
medium and small companies such a level of 
activity will not be necessary. But no matter how 
frequently the Supervisory Board meets it must 
have available to it the services of a ‘Management 
Audit Staff. For most companies this will require 
an extension of the concept of annual audits....
Any discussion of the interacting problems of 
industrial relations, pricing policy, dividend policy, 
the rate of return on capital, environemntal 
pollution, customer requirements, social priorities 
and many more, will be considerably more
balanced in the Supervisory Board.....  than in
today’s structures. The exercise of labour power, 
customer power or public interest power, post hoc, 
after a company or enterprise has acted against 
such interests, is wasteful.”
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The need for a firm to weld a social responsibility to its 
economic responsibility becomes logical, if not an absolute 
requirement, when the survival needs of a business enterprise 
are examined. An examination of the survival needs of a 
business enterprise switches the emphasis away from the glib 
statement that “the objective of a business is to make a profit”, 
to the question,“on what will our survival as a privately owned 
business depend?” The very nature of a business organization is 
reflected in the following five dimensions to which attention 
must be paid to ensure survival.
(1) Firstly, a business enterprise is a human organization; it 
consists not of bricks and mortar, but of people. Failure by 
management to recognize the humanity of their organization 
and to accommodate the needs of their employees will 
adversely affect motivation.
(2) Secondly, a business enterprise does not exist in a 
vacuum, but in a society and in an economy. It exists on 
sufferance and only as long as the society and economy believes 
it is doing a useful and productive job.
Thus management must be sensitive to the needs of the 
society and economy in which it operates.
(3) Thirdly, the purpose ot a business enterprise is to supply 
an economic product or service. As Peter Drucker7 states:
“We would not suffer this complicated, difficult 
and controversial institution except for the fact that 
we have not found any better way of supplying 
economic goods and services productively, 
economically and efficiently. So, as far as we know, 
no better way exists. But that is its only justifica­
tion, its only purpose.
This was Peter Drucker’s claim in 1958 and it still holds true 
today. This is so, notwithstanding that as it enters a period of 
economic anxiety characterised by energy problems, 
productivity problems and inflation, capitalism’s recent 
performances have not been as impressive as in the halcyon 
days of the 1960’s and early 1970’s. The point is, however, that
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free enterprise has adapted far better to the age of economic 
anxiety than has its main rival, communism. According to 
George M. Taber8 in a recent issue of Time Magazine, 
technology, innovation and productivity in Communist 
economies have fallen further behind most western countries. 
In fact economic growth in the Soviet U nion in 1979 was about 
2%, the lowest since the 1930’s. “Sixty years of Soviet efforts to 
make workers more productive and innovative through 
slogans, medals, bonuses and threats have not overcome the 
basic problems of the U.S.S.R.’s inefficient agriculture and 
erratic industry.”8
As George M. Taber8 states in the conclusion to his article: 
“Plainly capitalism is not working well enough. But 
there is no evidence to show that the fault is in the 
system - or that there is a better alternative. Though 
neither comfortable nor easy, free enterprise 
contains the protean potential that will be needed in 
the coming difficult years. For all its obvious 
blemishes and needed reforms, capitalism alone 
holds out the most creative and dynamic force that 
any civilization has ever discovered: the power of 
the free, ambitious individual.”
Notwithstanding that a business organization operating in a 
free enterprise system is more likely to supply economic 
products and services that one operating in a socialist or 
communist system, it must be recognised that Blacks in South 
Africa do not trust capitalism. Through their experiences over 
the years they have come to think that the free enterprise system 
is meant to build Whites up and to suppress Blacks; they have 
come to associate it with apartheid, and with selfishness, greed 
and exploitation. While Government policy may have contri­
buted to this, let businessmen and business organizations not 
stand blameless. As mentioned before, while business does 
have the capacity to exploit negatively, it also possesses 
tremendous talent, expertise, ability, wisdom and energy to 
exploit constructively and to devise creative solutions to thorny 
problems. It is thus an indictment on many South African 
businessmen that they had to wait for the nationwide strikes by 
Blacks in 1973 and for codes of employment, such as the
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Sullivan code, to be foisted upon them before ameliorating 
their employment practices; that they had to wait until the 1976 
Soweto riots before coming up with an organization such as the 
Urban Foundation and that they used Government legislation 
as an excuse for not doing what their survival needs demanded. 
South African businessmen, and students as future managers, 
must rapidly learn that rejection of the free enterprise system by 
Blacks in South Africa represents the biggest single threat to 
the survival of their Businesses. The White private sector must 
be prepared to make the Black youth feel wanted in his 
fatherland by giving them a fair share of the country’s mines 
and industries and by spurring the Government on to move in 
the same direction.
(4) Fourthly, all this takes place in a changing economy and a 
changing technology. Thus not only must management be 
sensitive to the needs of the society and economy in which it 
operates, but it must alo be ready to adapt to changes 
therein.The pollution of the environment is a relatively recent 
phenomenon but it is not acceptable for business to say, “We 
never had to worry about that before, why should we have to 
worry now?”
(5) Fifthly, there is profitability. The need for profit stems from 
the fact that all the previous dimensions entail risk, and risk is a 
genuine cost. Unless risk is provided for, the capacity to 
produce will be destoyed. Thus a minimum profitability 
adequate for the risks assumed, is indispensable to a firm’s 
survival.
I can do no better at this stage than to quote Peter 
Drucker7 on the nature and role of profit;
“First, the need for profitability is objective. It is of 
the nature of business enterprise and as such is 
independent of the motives of the businessman or 
of the structure of the ’system’. If we had archangels 
running businesses (who, by definition, are deeply 
disinterested in the profit motive) they would have 
to make a profit and would have to watch 
profitability just as eagerly, just as assiduously, just
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as faithfully, just as responsibly, as the most greedy 
wheeler-dealer or as the most convincedly Marxist 
commissar in Russia.”
Second, profit is not the ’entrepreneur’s share’ and the 
’reward’ to one ’factor of production’. It does not rank on a par 
with the other ’shares’, such as that of labour, for instance, but 
above them. It is not a claim against the enterprise but the claim 
of  the enterprise - without which it cannot survive. How the 
profits are distributed and to whom is of great political 
importance; but for the understanding of the needs and 
behaviour of a business it is largely irrelevant.
Finally, ’profit maximization’ is the wrong concept, 
whether it be interpreted to mean short-range or long-range 
profits or a balance of the two. The relevant question is, 'What 
minimum does the business need? - not ’What maximum can it 
make?’
To sum up then, it is clear that in the very nature of a 
business organization, economic issues are intertwined with 
social issues and an explicit consideration of both is critical for 
a firm’s survival, at least in the long run.
THE NATURE OF SOCIAL RESPONSIBILITY:
To understand the nature of this social responsibility, reference 
is made to a definition by Dilley:9
“Social responsibility is the performance (or non­
performance) of activities by a private enterprise 
without the expectation of direct economic gain or 
loss, for the purpose of improving the social well­
being of the community or one of its constituent 
groups”.
Within this general definition of social responsibility, it is 
clear that two different demands are being placed on business, 
namely, a restraining demand and an activating demand. 
Business is first of all being asked to refrain from those 
activities which, although economically profitable in terms of
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the traditional accounting calculations, have adverse and 
harmful social consequences. In the second place, business is 
being asked to actually perform certain socially desirable 
activities which at best will have a neutral effect on the 
economic goals of the firm but which will probably result in a 
reduction of the firm’s profits in the short term. There is general 
agreement that business does have a social responsibility of the 
restraining type, that in pursuing its economic goals it should 
remain within a framework of morality, however that may be 
defined. When it comes to business having a social responsibi­
lity of an activating nature, however, agreement is not as wide­
spread. Opponents of this type of social responsibility argue 
that because the primary objective of business is to put the 
capital at its disposal to its most productive use, thereby 
contributing to the welfare of society, business should not be 
required to bear the responsibility of pursuing social goals 
which would conflict with its economic goals.
I am very conscious of the fact that as expressed, the 
principles involved here are very general and the concepts very 
broad. The difficulty arises in trying to classify as either 
restraining or activating, concrete real-life situations. For 
example, does a decision not to pollute a river with effluent 
constitute a restraining social responsibility or an activating 
social responsibility? A firm supporting the view that business 
does not have an activating social responsibility could argue 
quite convincingly that to install very expensive pollution 
control mechanisms would conflict with the achievement of its 
economic goals, particularly if competitors refused to install 
pollution control measures as well. It could be argued that it 
was the responsibility of some or other government agency to 
look after the environment. It is to avoid firms taking escape 
routes such as this, that I am of the opinion that business bears 
both an activating and a restraining social responsibility.
While there is no shortage of literature on the social 
responsibility of business, most of it alludes to pollution of air 
and water by factories, urban renewal, minority hiring, selling 
defective products to customers and the use of deceptive 
advertising. While recognizing the importance of these issues, 
what is proposed here is a new perspective on corporate social
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responsibility focussing on human values, and on employees 
and consumers in particular.
The shaping of society and one’s interactions with society 
are dependent upon one’s worldview. Because the word society 
is used so carelessly, and because we often think of it as an 
“amorphous, faceless mass”, we perhaps need to be reminded 
from time to time that man is the focal point of society. How 
a firm manages the employee and responds to the consumer 
must be influenced by its presuppositions as to the nature of 
man, even if these presuppositions are subconscious. Let us 
consider the first of out two stakeholders, the employee, or 
collectively, manpower.
(i) Manpower:
The first manpower-related issue I wish to consider is the 
relationship between management and manpower:
(a) The relationship between management and manpower: 
Not only are management and manpower partners pursuing a 
common objective, but they are indispensable partners. 
Management cannot achieve its economic goals without the 
help of manpower, and manpower cannot make much 
headway in the total absence of managerial skills and capital. 
What leads to a breakdown in this relationship is the view by 
management that workers are inferior in terms of education, 
ability, status, motivation, position and social class and this 
view often has its expression in inferior treatment of the 
workers.
In other words, the way in which manpower is managed is 
critically dependent upon management’s assumptions about 
human nature and human behaviour. In 1960 Douglas 
MacGregor'0 in his book, “The Human Side of Enterprise,” 
outlined two broad categories of assumptions about human 
nature and human behaviour in the work context. These he 
referred to as Theory X and Theory Y.
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Theory X:
The following are the assumptions underlying Theory X:
_ l. The average human being has an inherent dislike of work and 
will avoid it if he can.
_2. Because of the human characteristic of dislike of work, most 
people must be co-erced, controlled, directed, threatened with 
punishment to get them to put forth adequate effort toward the 
achievement of organizational objectives.
_3. The average human being prefers to be directed, wishes to 
avoid responsibility, has relatively little ambition, wants 
security above all.
It is important here to separate cause and effect. Is it really 
because the average human being dislikes work that he is co­
erced or is it because he is co-erced that he dislikes work.
Theory Y:
The following are the assumptions underlying Theory Y:
_1. The expenditure of physical and mental effort in work is as 
natural as play and rest.
_2.External control and the threat of punishment are not the 
only means for bringing about effort toward organizational 
objectives. Man will exercise self-direction and self-control in 
the service of objectives to which he is committed.
_3. Commitment to objectives is a function of the rewards 
associated with their achievement.
_4. The average human being learns, under proper conditions, 
not only to accept but to seek responsibility.
_5. The capacity to exercise a relatively high degree of 
imagination, ingenuity and creativity in the solution of 
organizational problems is widely, not narrowly, distributed in 
the population.
_6. Under the conditions of modern industrial life, the 
intellectual potentialities of the average human being are only 
partially utilized.
These two broad categories of assumptions about human 
nature and human behaviour are not exhaustive but they are 
representative of the attitudes which most managers hold 
towards manpower.
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What students as potential managers must guard against, is 
adopting one or other of these theories, or any other for that 
matter, simply on the basis of observed experience, myth, 
folklore or tradition. This is particularly important in South 
Africa where very often Theory Y is applied to all white 
manpower and Theory X to all black manpower on the 
grounds that the white man is intrinsically different from the 
black man. In the words of J M Verster11 of the National 
Institute for Personnel Research, however:
“There is no scientific evidence that race groups 
differ from one another biologically with regard to 
the determination of work-related traits such as 
mental capacity, motor skills or temperament....
The possibility that such differences do exist cannot 
be dismissed, but in the absence of evidence to the 
contrary, it must be assumed that any observed 
differences in behaviour are due to cultural or 
environmental factors and that these can be 
overcome by environmental manipulation, 
whether it be in the form of improved nutrition and 
child care, cultural enrichment programmes, 
education or training. Whatever the remedy, the 
important point is that there is no scientific 
justification for racial discrimination in the 
workplace on the grounds of biological differences 
between the races.”
Thus before teaching students the Principles of 
Management, which is a constituent component of Business 
Administration, it is essential that they be encouraged, if not 
required, to clarify and articulate their assumptions as to the 
nature and origin of man; irrespective of whether that man be 
black or white; from a township without electricity or from the 
right side of the tracks; from a deprived background or a 
privileged background, and whether or not he fully 
understands and appreciates the western concept of the 
urgency of time. This may well result in students having to 
grapple with metaphysics which perhaps ought to be a 
prescribed part of the course.
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The second manpower related issue I wish to consider is the 
treatment of manpower as a cost.
(b) Manpower as a cost: Another factor which has tended
to distort what ought to be a harmonious relationship between 
management and manpower is the accounting treatment of 
manpower as a cost. Traditionally, manpower has been placed 
on the profit and loss account in the form of wages and salaries, 
whereas items such as buildings have been placed on the 
Balance Sheet as an asset. This convention can have the effect 
of inculcating a particular kind of attitude towards manpower 
by management. Costs are things to be minimized and 
controlled and when it is applied to manpower, work becomes 
a commodity to be bought and sold. The employee who owns 
the commodity wants to give as little as possible for as high a 
return as possible, whereas for the purchaser or employer the 
situation is reversed. The risk is therefore present that the 
people making up the labour force are reduced to monetary 
units. In a South African context, this often means that 
workers are paid wages at a rate below the poverty datum line, 
or dismissed when product demand slackens, without any 
apparent twinge of conscience on the part of companies. By 
being encouraged to clarify its attitudes towards the nature of 
man, students as future managers may change their concept of 
their responsibilities and treat manpower, not purely as a cost, 
but as an asset. As Charles Handy12 states:
“Instead of finding labour to do the work that is 
needed, management will be urged to find work to
fill the hands available......if, after all, management
has always regarded its physical assets as capital in 
search of an outlet, why not its human assets as 
well.”
The third manpower-related issue to which I wish to turn 
my attention is management’s attitude towards the role of 
Trade Unions.
(c) Attitudes towards the role o f Trade Unions: The
traditional view of the role of Trade Unions is that they are 
necessary to restore balance to an asymmetrical power
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relationship between management and manpower. This 
asymmetrical power relationship between management and 
manpower is due to the fact that the former enjoy decided 
advantages which enable them to achieve their goal of profit 
maximization relatively easily. The following are some of these 
advantages:
(1) management can combine more easily and far earlier into 
employer organizations than manpower can into employee 
organizations and hence can eradicate escalation of wages in an 
industry;
(2) management can rely on the state to assist in ensuring 
manpower’s submission to the conditions of the work contract;
(3) during times of unemployment, employers can use the 
ultimate sanction of laying off workers who are regarded as 
dissidents;
(4) employers are often able to fine replacements far easier than 
the workers are able to find employment.
At best, this balance-of-power philosophy reinforces the 
differences between management and manpower rather than 
the similarities as partners in a joint-venture operation. At 
worst, it results in an attitude on the part of management 
similar to that reflected in the following letter recently 
published in the Financial Mail: “Unions are intrinsically bad. 
Union activities always reduce production (thus the standard 
of living) by strikes, go-slows, working to rule, picketing, 
blacklisting, intimidation of workers who want to work and so 
on. By pressing for ever higher wages in exchange for less and 
less work they continually raise the cost of production.
Worst of all is the class warfare created by unions. As a 
result of it, workers acquire a twisted mentality; they hate their 
employers and try to get as much as possible while doing as 
little as possible.
The owners of a business, farm or factory must be free from 
government control or coercion by conspirators who prevent 
them from managing their business as free market signals 
indicate. Experience proves that unions always become 
progressively more powerful and arrogant, so the only solution
19
is to abolish unions altogether. The idea that workers need 
protection is nonsense. An employer is bound to pay a day’s 
wage for a day, but he is lucky if he gets a full day’s work for 
that wage. The advantage lies with the worker. Therefore the 
spur of competition should apply to workers as well as 
employers.”
In contrast to this balance-of-power philosophy is the joint 
management approach that workers as true partners should 
share responsibility for the purposes and aims of the business 
enterprise. As A. Hordijk13 puts it:
“Relationships within the enterprise should not be 
based on property, the provision of money or on 
power as such. Instead they should be based on:
- real partnership
- close co-operation
- co-determination
- co-responsibility
Joint management must not be identified with self­
management as introduced in Yugoslavia and as defended by
neo-Marxist thinkers. Joint management ........implies an
enterprise in which:
. The interests of all members and groups should be 
the same, if possible integrated;
. aims and policy are decided together and 
important decisions are made jointly on the basis of 
mutual responsibility;
. the profits are equitably shared;
. working conditions and production methods are 
adapted to people, rather than vice-versa;
. economic profit will be only a means of 
maintaining a working community aiming to serve 
society as a whole;
. decisions are made and activities evolved which 
allow for the impact and consequences they have 
for society.”
In this way, management and trade unions could contribute 
to the achievement of a free and responsible society in which 
controversy, conflict and self-interest are superceded by trust,
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open-mindedness and a willingness to serve mankind as a 
whole.
(d) Motivation o f employees: The fourth manpower-related 
issue I briefly wish to consider is motivation.
A simple view of management is “getting things done 
through other people”. As such, one of the perennial and most 
urgent of management problems or functions (depending on 
whether it is viewed as a threat or a challenge) is the motivation 
of employees. Many renowned management theorists such as 
Abraham Maslow, Frederick Herzberg, Victor Vroom and 
Edward Lawler have contributed to Motivation Theory. Not 
unexpectedly, all their theories have in some way or other 
revolved around the satisfaction of employees’ needs. In the 
application of these theories and in the whole motivation 
exercise, it is once again important that students, as prospective 
managers, clarify their ideas as to the nature and origin of man. 
This is necessary because the temptation may prove strong to 
first create a need within employees and to then move to fill it. 
Let me give what I hope is an absurd example. If man is simply 
viewed as a higher form of animal, it may be conceivable for a 
firm endeavouring to increase motivation and productivity in 
the short term to get all its employees addicted to heroin and 
then to threaten to withdraw supplies of heroin if work 
performance declines. This can obviously only be a short term 
measure as in the long term the workers will become 
debilitated.
To get closer to home, to what extent is the provision of 
fringe benefits simply an attempt to create and then satisfy 
needs within an employee, thereby locking him into a situation, 
reducing his freedom and implicitly threatening him with 
withdrawal of these fringe benefits should performance drop 
below a certain, perhaps elevated level. In the provision of 
fringe benefits, there is a thin dividing line between concern for 
the welfare of employees and the manipulation of employees.
With regard to the motivation of employees, management 
must take to heart the dimension of the business organization 
identified earlier of it being a human organization. It must be
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recognised that these people bring their needs, attitudes, beliefs 
and values to the work situation; they do not leave them at the 
office door or factory gate and pick them up on their way home. 
Many of their needs stem from their very humanity. Today’s 
worker values good interpersonal relations on the job. This 
stems from his need for affiliation. He also desires participation 
and involvement in the organization. This results from the need 
most human beings have for esteem and self-esteem. Finally, 
today’s worker values a meaningful job with an identifiable 
beginning and end and over which he has some decision­
making control. This stems from his need for achievement and 
to realise his God-given potential.
Thus management should strive to accommodate and 
satisfy these needs, not only for the selfish reason that thereby 
motivation and productivity will be improved, but also because 
it is the right thing to do. After all, shareholders only invest 
their money in the company, employees invest their whole lives.
The second stakeholder I wish to consider is the consumer, 
(ii) The Consumer:
There are two distinct views of the consumer’s role in the 
free enterprise system. One regards the consumer as dominant 
since the commercial success or failure of a product is 
determined by consumer choice. This view is supported by 
American statistics which reveal that as high a percentage as 
80% of new products fail. If the consumer were anything but 
dominant and if the commercial propaganda tools were as 
effective as claimed, then new product failure would be 
minimal.
The second view holds that the consumer is merely a pawn 
of the self-serving business system. It suggests that the 
consumer is essentially incapable of making realistic purchase 
decisions and as a result, he is misled and deceived according to 
the whims and needs of manufacturers. The truth probably lies 
between these two extremes of the consumer as king and pawn, 
but it is the latter view which gave birth to the consumerism 
movement. In a period characterized by much economic and
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social unrest, consumers, certainly in an American context, 
have begun to examine more carefully the products and 
services which they are being offered, the behaviour of the 
business community and their own role in the total process. 
This examination by consumers has been intensified by several 
major factors of which the following are some: 
increased education and rising income have led to increased 
expectations; inflation has reduced real purchasing power 
which in turn has created greater price/quality expectations; 
product complexity and rapidly changing technology have led 
to service and performance reliability problems; and finally, 
the increasing realization by many people in economies of 
abundance, that there is more to life than simply owning more 
and more thing. This latter point is reflected in the following 
exerpt from J K Galbraith’s book, the “Affluent Society.”
“The family which takes its mauve and cerise, air- 
conditionded, power-steered and power-braked 
automobile out for a tour passes through cities that 
are badly paved, made hideous by litter, blighted 
buildings and posts for wires that should long since 
have been underground. They pass on into a 
countryside that has been rendered largely invisible 
by commercial art. They picnic on exquisitely 
packaged food from a portable icebox by a polluted 
stream and go on to spend the night at a park which 
is a menace to the public health and morals. Just 
before dozing off on an air mattress, beneath a 
nylon ten, amid the stench of decaying refuse, they 
may vaguely reflect on the curious uneveness of 
their blessings. Is this indeed the American genius?”
Despite the vociferousness of the consumerism movement 
in America and the publication in learned journals of many 
papers arguing for the incorporation of societal issues in 
marketing and business practices, American and South 
African business have apparently been relatively slow to 
respond. The following are some areas in which it is suggested 
that business bears a responsibility to the consumer:
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(a) Spurious non-essential products
Few businessmen have probably looked at a product their firm 
was selling in large volume at substantial profit and said:“Let 
us withdraw it from the market. It does not harm anybody, but 
it doesn’t do anybody any good either. It really is at best a non- 
essential and at worst a piece of junk. Either way it does not 
justify in a purely social sense the raw materials and labour that 
go into it.”
Similarly, few businessmen may have ever looked at a 
proposed product and said: “We can’t make any more money 
manufacturing and selling it, but we should go ahead and do it 
because society needs it.” The reason for this is not difficult to 
find. The traditional focus of management has been upon sales 
and profits. As a result, marketing and sales executives have 
been consumed with fighting for a few more market share 
points or finding a new product appeal, rather than with 
considering the impact of their actions on society.
The situation is likely to change, however, particularly as 
shortages of raw materials and other inputs become more 
widespread and severe.
The question up till now has been, “Will it sell?” or “Can it 
be sold?” As a direct result of the shortages, the question 
tomorrow will be, “Should it be sold, do we really need it, is it 
worth its cost to society?” These kinds of responses to shortages 
will be involuntary. There are, however, a whole range of 
products which are largely immune to shortages but in 
connection with which the same questions are pertinent and 
where restraint on the part of marketers would be voluntary. 
Here too, marketers ought to clarify and think carefully 
through their presupposition of the nature of man before they 
attempt to actively persuade consumers to buy products such 
as the so-called addictive vice-products, for example, or to buy 
products which in effect give consumers a type of licence to 
indulge in excessive drinking and eating. The ever increasing 
impact of consumerism, fuelled by the belief held by a whole 
new generation that there is more to life than simply owning 
more things, may also cause a redirection of marketing effort 
towards public goods and away from goods for private
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consumption. The emphasis tomorrow may well be on selling 
mass transportation instead of motor cars, schools instead of 
electric carving knives, birth control instead of fashion clothing 
and museums instead of cosmetics.
What is needed in the light of today’s realities of shortages, 
consumerism and ecological deterioration is an increased 
responsibility on the part of business to promote intelligent 
consumption rather than indiscriminate consumption. A 
pattern of intelligent consumption is one in which the 
consumer’s ability to maximize satisfaction per Rand 
expended is not impaired; where his needs for information, 
choice, recourse and safety are met but where his (consumption 
choices reflect his awareness of the critical social problems of 
scarcity of resources and environmental pollution. Practically 
speaking, intelligent consumption patterns would result in self­
selection of four rather than eight cylinder motor cars, 
biodegradable rather than conventional washing powders, 
generic rather than branded medicines and returnable and 
reusable rather than disposable containers.
The second consumer-related issue I briefly wish to focus 
upon is: advertising:
(b) Advertising
To many laymen, advertising is regarded as synonymous with 
marketing and the object of a great deal of criticism levelled at 
the capitalist system in general. While I do not wish to get 
involved in a discussion of the merits and demerits of 
advertising, a full subject on its own, I do wish to record the 
need for marketers to be conscious of their social responsibility 
to consumers in this context.
One of the unanswered questions relating to advertising is 
whether the advertiser reflects or creates the standards and 
values of his society. Whatever the true answer to that question, 
the need for the advertiser to exercise a social responsibility is 
indisputable. In 1979 approximately R300 million was spent on 
advertising in South Africa. There is no denying that in the 
absence of any social responsibility on the part of the spenders 
of this sum of money, acting in concert they could either begin 
to create doubtful societal values, or exacerbate declining 
standards.
25
The most legitimate role of advertising in a free-enterprise 
economy is to provide information. In an economy of 
abundance, however, when a major proportion of 
manufacturers is selling products to satisfy people’s 
psychological needs, much advertising is devoted, not to 
providing information, but to providing people with 
psychological reasons for buying particular products. In doing 
so, I believe, the advertiser should resist the temptation to 
exploit the fallen nature of man; he should resist the temptation 
to incorporate in appeals to buy, themes such as pride, envy, 
sex out of marriage, fear of dying, fear of loneliness, etc, I also 
believe that the advertiser should resist the temptation to 
exploit and cheapen the universal virtues such as love for 
example, lest a whole generation begin to grow up with the idea 
that to love one’s family simply involves giving them material 
things, whether it be a particular brand of coffee, margarine or 
some other home comfort.
CONCLUSION
In the time available, I have looked at some aspects of a firm’s 
social responsibility to its employees and customers. Lest it be 
thought that the responsibility is one-sided, I hasten to state 
simply that both consumers and employees have equally 
weighty responsibilities in a healthy relationship between 
business and the total social system.
I have repeatedly made reference to the need for students, as 
prospective managers, to examine their presuppositions as to 
the nature and origin of man as a basis for determining how 
they are going to react to employees, consumers and the other 
stakeholders. In my teaching of Business Administration I am 
influenced by my belief as a Christian that man is created in the 
image of God and that God, not man, is the owner of creation. 
This immediately implies that man is not a law unto himself 
and that the law of the jungle, the law of the survival of the 
fittest, needs to be repealed. We are commanded to love the
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Lord our God with all our hearts, our minds and strength and 
to love our neighbours, including our customers and 
employees, as ourselves. This Christian brotherly love is 
unselfish and considers neither the benefits nor the costs 
accruing to the giver. The status of the receiver is of no concern, 
nor whether he deserves the love. This is a morally and ethically 
challenging concept and a worldview based upon it has far- 
reaching consequences on the way in which relationships 
between a firm and its employees and a firm and its customers 
should be structured
Mr Vice-Chancellor, to answer the question 1 posed in the 
title to this lecture, namely, “Qualified to Exploit?”, students 
emerging from the Business Administration department at 
Rhodes University certainly will be qualified to exploit, not in 
the sense of utilizing others for their own selfish ends but 
certainly in the sense of “working or turning to account”. To 
achieve this will probably require slightly less emphasis on the 
teaching of skills and more emphasis on the humanities. The 
case for teaching skills is, of course, proven. The concern or 
anxiety is the use to which these skills will be put in our contem­
porary socio-economic framework. A new infusion of the 
humanities, moral philosophy and metaphysics at the educa­
tional level, however, will enable the manager of tomorrow to 
join battle with the social problems of his time, while still doing 
a thoroughly professional job within the context of day to day 
operating management. In expressing these sentiments, I am 
conscious that we at Rhodes are in good company. In 1979 
Derek Bok, president of Harvard University, devoted a 
considerable part of his annual report to that University’s 
famous Business School and urged it to review fundamental 
aspects of its approach to teaching. Amongst other things, he 
advocated that the School devote more attention to human 
resources management as it confronts an increasingly fractious 
labour force, and that greater effort be devoted to defining the 
place of business in the larger society, especially in terms of 
ethics.
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